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The British budget for 1950-51 provides for ordinary 
revenue of £3,896 million and expenditure of £3,455 mil- 
lion, against actual revenue and expenditure of £3,924 
million and £3,375 million in 1949-50. After extraordi- 
nary expenditure of £448 million in 1950-51, an over-all 
deficit of £7 million is estimated. In 1949-50 there was 
an over-all surplus of £62 million. Expenditures on de- 
fense will rise by £40 million, to £781 million, and the 
cost of the National Health Service will rise by £130 mil- 
lion, to £374 million. As a result of recent adjustments, 
food subsidies will fall by £55 million, to £410 million. 


There are few changes in taxation. The lowest rate 


IBRD Loan 


The International Bank for Reconstruction and Devel- 
opment has granted a loan of $18.5 million to India for 
further development of the Damodar River Valley. The 
loan is for 20 years, with interest of 3 per cent, plus a 
commission of 1 per cent a year which, in accordance 
with the Bank’s Articles of Agreement, is allocated to its 
special reserve fund. Amortization payments, calculated 
to retire the loan by maturity, will start on April 15, 
1955. 

The loan will be used to finance dollar payments for 
equipment purchased in the United States and Canada 
for the Bokaro-Konar project, which will include the 
largest steam electric plant in India. The remaining 






Europe 


U.K. Balance of Payments 


Provisional estimates of the U.K. balance of payments 
in 1949 indicate that imports rose to £1,970 million and 
exports to £1,790 million. The visible trade deficit thus 
showed a reduction of £36 million, from the 1948 figure 
of £216 million. The surplus on invisible account re- 
mained about the same, at £110 million. The deficit on 
current account was thus £70 million, against £105 mil- 
lion in 1948. However, the distribution of this deficit 
by areas showed large changes. In 1948 there was a 
£100 million surplus with OEEC countries, but in 1949 
this was replaced by a deficit of £20 million, largely 
owing to a sharp increase in imports. With Western 
Hemisphere countries outside the dollar area, there was 
a surplus of £45 million in 1949, against a deficit of £40 
million in 1948; the main cause of this was also on the 
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April 21, 1950 


of income tax is to be reduced, and bonuses paid to com- 
pany executives are to be made retroactively liable to 
income taxes and surtaxes. The purchase tax is to be 
reduced from 66 per cent to 33 per cent on passenger 
cars costing more than £1,000, and extended to commer- 
cial vehicles, at 33 per cent. The gasoline tax is to be 
doubled, thus raising the price of an imperial gallon from 
2s.3d. to 3s.; and the basic ration of gasoline is also to be 
doubled, so as to allow 180 miles of motoring per month. 
Sources: The Journal of Commerce, April 19, 1950, and 
The Wall Street Journal, April 19, 1950, New 
York, N.Y. 


to India 


cost (about $34.5 million) of the project will be financed 
out of India’s own resources. The project is the first 
stage of India’s unified scheme to develop the resources 
of the Damodar Valley. 

This is the third loan made by the Bank to India. In 
August 1949 a loan of $34 million was made for the 
reconstruction and development of India’s railways; and 
in September 1949, a $10 million loan was granted for 
the improvement of agricultural production. 


Source: International Bank for Reconstruction and 
Development, Press Release, Washington, D. C., 


April 18, 1950. 


import side. The surplus with the sterling area increased, 
to £215 million; exports rose from £742 million to £907 
million, but imports also increased, and the surplus on 
invisibles fell. With other countries (excluding the dollar 
area) there was a deficit of £35 million. 

The deficit with the dollar area on U.K. account fell 
from $1,284 million to $1,084 million. Imports were 
slightly below 1948; a large decrease in the invisible 
deficit more than offset a fall in exports. There was 
also an improvement in “other transactions (net)” with 
the dollar area. The dollar deficit of the rest of the 
sterling area which was financed through London in- 
creased from $106 million to $178 million; net gold and 
dollar payments to countries outside the dollar and ster- 
ling areas, however, at $270 million, were $50 million 
smaller than in 1948. Thus the total net gold and dollar 
deficit financed by the United Kingdom fell from $1,710 
million to $1,531 million. This deficit was financed 
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mainly by ERP receipts of $1,196 million. Drawings on 
the Canadian credit were US$116 million, while drawings 
on the Fund by sterling area countries provided a further 
$52 million. Gold and dollar holdings declined by 
$167 million to $1,688 million. 

During 1949 as a whole, sterling balances declined by 
only £15 million. In the first half of the year, however, 
there was a decrease of £125 million, of which £98 million 
was accounted for by sterling area countries. The in- 
crease of £110 million in the second half of the year was 
in part accounted for by an increase of £60 million as a 
result of revaluations consequent on the depreciation of 
sterling. 

Source: U.K. Balance of Payments 1946 to 1949 (No. 2), 
Cmd. 7928, London, England, April 1950. 


Food Prices in the U.K. 


Retail prices of butter and bacon in the United King- 
dom are to be raised, as a result of the increase in agri- 
cultural prices announced recently (see this News Survey, 
Vol. II, p. 293) and of other increases which may have 
to be met by the Ministry of Food in the next few months. 
The increased costs have been put on butter and bacon 
alone, instead of being spread over the whole range of 
rationed foods. The effect will be to raise the cost of 
living index by half a point. 

Source: The Times, London, England, April 6, 1950. 


French Trade 


During the first quarter of 1950, total trade of metro- 
politan France expanded in volume, but the tendency 
toward a declining deficit with foreign countries (i.e., 
excluding trade with French Overseas Territories) which 
had characterized the second half of 1949 did not con- 
tinue. This deficit, which had been $126 million in the 
last quarter of 1949, rose to $184 million in the first 
quarter of 1950. The trade of metropolitan France with 
her Overseas Territories showed a surplus of $65 million 
for the first quarter of 1950, compared with $43 million 
in the last quarter of 1949. 

The deterioration of the trade balance with foreign 
countries was due to an increase in imports, which rose 
from $512 million in the last quarter of 1949 to $606 mil- 
lion in the first quarter of 1950. Only a part of this in- 
crease may be due to seasonal variations. Exports in- 
creased from $386 million in the last quarter of 1949 to 
$422 million in the first quarter of 1950. 

Source: Agence Economique et Financiére, Paris, France, 
April 13, 1950. 


Norwegian Price Subsidies 

On April 2, the Norwegian Government announced that 
subsidies on certain imported goods would be reduced. 
Despite rising import prices since the war, the cost of 
living index has been kept unchanged, through large 
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subsidies. From NKr 244 million in the fiscal year 1945- 
46, subsidies rose to NKr 749 million in 1948-49, or to 
33 per cent of the Government’s total current expendi- 
tures. As a result of the 1949 devaluation of the krone, 
it would be necessary to increase the subsidies to NKr 1.05 
billion in 1950-51, if the cost of living index were to be 
kept unchanged. Such large subsidies would entail a 
considerable increase in taxes, which, in the opinion of 
the Norwegian Prime Minister, would not be possible. 
The subsidies to be reduced are those on textiles, cereals, 
bread, margarine, butter, coffee, feeds, and fishing nets. 
This will result in a 47 per cent increase in the retail 
price of bread, 97 per cent for coffee, and 125 per cent 
for margarine. Retailers’ inventories of groceries, and 
all inventories of textiles, have to be sold at the old prices. 

The reductions will lower subsidies to some NKr 600 
million, and the possibility of further reductions will be 
investigated before the spring of 1951. 

At the time that the lower subsidies were announced, 
an agreement was signed by the labor unions and the em- 
ployers’ federation. According to this agreement, wage 
negotiations will take place if, between February 15 and 
September 15, 1950, the cost of living index rises by 4.4 
per cent (from 158.6 to 165.6 on a 1938 base) as a result 
of the new subsidies. If an agreement cannot be reached 
through negotiations, the question will be settled by a 
Public Wage Board. 

The Government has also proposed that various social 
benefits be raised. The rationing of butter and mar- 
garine will be cancelled. 

The newspaper Norges Handels og Sj¢fartstidende 
estimates that, as a result of the reduction in subsidies, 
the cost of living index will increase by some 10-15 per 
cent. The Statistical Bureau, however, intends to make 
public a new cost of living index very shortly. As meas- 
ured by this new index, the rise in the cost of living will 
be less than that indicated by the old index. The new 
index is weighted by the actual consumption in 1947-48 of 
an average family consisting of 3.6 persons, while the 
present index is weighted by the consumption in 1927-28 
of a family of 4.5 persons. According to the new index, the 
increase resulting from the reduction of subsidies on 
foods will be only some 2.4 per cent; in addition, how- 
ever, there will be an increase due to higher textile prices. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, April 3, 1950. 


Danish Economic Policy 


The four largest political parties in Denmark have 
agreed on an economic policy which provides that all but 
DKr 200 million of ECA counterpart funds paid in as of 
July 1, 1950 will be used to pay off the Government’s 
debt to the National Bank. The DKr 200 million will be 
used for loans to finance improvements in Danish agri- 
culture and industries. The funds received from repay- 
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ment of the loans will in time be used to reduce further 
the Government’s debt to the National Bank. 

Two new government issues totaling DKr 250 million 
will be floated to enable the Government to make loans for 
housing and to repay its short-term overdrafts on the 
National Bank. 

The system of rebates for butter, margarine, pork, 
meat, and textiles, which presently costs the Government 
DKr 175 million annually, will be canceled. Instead, 
family allowances, estimated at DKr 106 million, will be 
paid to all families with an income below DKr 20,000, 
with minimum payments of DKr 44 (US$6.35) per 
child annually, and maximum payments of DKr 112 
(US$16.20) . 

Other measures provide for increases in old age and 
disability payments, and a reduction of taxes on incomes 
below DKr 20,000. Furthermore, taxes on alcoholic 
beverages served in restaurants will be reduced. 

Source: Finanstidende, Copenhagen, Denmark, March 29, 
1950. 


West German Export Promotion 


The West German authorities have recently initiated a 
series of measures designed to promote export trade. 
A German Consulate General is expected to resume activi- 
ties in the United States, and West German Consulates 
are to be reopened in other countries. It is proposed that 
a Federal Foreign Trade Council be set up in Western 
Germany to coordinate the collection and distribution of 
official and private information useful to German ex- 
porters and foreign importers. In addition, intensive 
market research will be conducted in the United States by 
a special agency, the “Dollar Drive Bureau,” in close con- 
tact with ECA and the German ERP Ministry. Through 
an export guaranty scheme, DM 300 million have already 
been made available for medium and long term credits; 
and more ECA counterpart funds are to be allocated to 
specific export industries. 

The plan includes increased incentives for exporters by 
granting them the right to retain a certain percentage of 
their export proceeds (15-20 per cent is most frequently 
suggested) ; exporters would, however, be permitted to 
use their retention quotas for imports only of raw mate- 
rials and other essential products, excluding food. Finally, 
the proposal that tax relief be given to certain export 
industries is now under discussion at the Federal Minis- 
tries of Economics and Finance. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
March 28, 1950. 


Polish Foreign Trade 


The Polish Ministry of Foreign Trade has, for the first 
time, published foreign trade data in terms of the Soviet 
ruble instead of the U.S. dollar, which was the currency 
used for reports before the war. The value of exports in 
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1949, at the equivalent of US$619 million, was 16 per cent 
greater than in 1948, and imports, equivalent to US$632.6 
million, were 22 per cent above 1948. The import figures 
probably do not include reparations from Germany. 

Of the exports, 63.8 per cent were raw materials and 
semifinished products, 20 per cent foodstuffs, and 16.2 per 
cent finished industrial goods (probably mostly con- 
sumers’ goods). Raw materials comprised 63.6 per cent 
of total imports, foodstuffs 8.8 per cent, finished industrial 
goods (probably consumers’ goods) 6.6 per cent, and 
investment goods 21 per cent. 

Source: Polish Research and Information Service, Biule- 
tyn, New York, N.Y., April 3, 1950. 


Czechoslovak Budget 


On March 9, the Czechoslovak budget for 1950, pro- 
viding for expenditures of 131.6 billion korunas and 
revenues of 131.9 billion, was presented to the National 
Assembly. Compared with 1949, budgeted expenditures 
are higher by 42.3 billion korunas and revenue by 42.6 
billion. These increases are due mainly to the changes in 
the budget structure: to the three classifications (State 
Administration, State enterprises, and State debt) in the 
former budget, two new classifications (the Central Na- 
tional Insurance and the national enterprises) have been 
added, and municipalities have been added to State 
Administration. 

The 1950 expenditures include total planned invest- 
ment estimated at 48.2 billion korunas: 20.1 billion is for 
the State Administration and State enterprises, 20 billion 
for the nationalized enterprises, 7.2 billion for the State 
Housing Fund, and 0.9 billion for the Central National 
Insurance. In 1949, in contrast, only 46 per cent (24.6 
billion korunas) of planned investment was to be financed 
from the budget. Servicing of the domestic debt is esti- 
mated at 4 billion korunas, and of the foreign debt at 
some 1.2 billion. 

Tax yields are estimated at 109.9 billion korunas, or 
34.5 billion more than in 1949. As in 1949, the main 
emphasis is on indirect taxes (general purchase tax) 
which are expected to bring 66.9 billion korunas; direct 
taxes may yield 43 billion korunas, of which 23.1 billion 
(nearly ten times as much as in 1949) is anticipated from 
corporate taxes. Monopolies should yield 7.9 billion 
korunas, or 1.8 billion more than last year. The profits 
of State enterprises may exceed those of 1949 (7.5 billion) 
by 3.8 billion. 

The State debt is 153 billion korunas, or 10.8 billion in 
excess of the 1949 figure; 90.5 per cent is long-term debt 
and 9.5 per cent short-term. Repayment of the long-term 
debt is not necessarily tied to the amortization plan, its 
yearly quota being fixed according to the position of 
State finances in a given year. 

Source: Hospodar, Prague, Czechoslovakia, March 16, 
1950. 
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Yugoslav-Swiss Trade 

Under the 1948-53 trade agreement between Yugoslavia 
and Switzerland, exports from Yugoslavia to Switzerland 
in 1950 will be the equivalent of 40 million Swiss francs. 
These will serve partly as indemnity payments and partly 
as advance payments on orders outstanding in Switzer- 
land; any amount remaining will be used to purchase 
Swiss goods. In 1948, it was estimated that exports from 
Yugoslavia to Switzerland would reach 100 million Swiss 
francs annually. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, April 

13, 1950. 


Middle East 


Egypt’s Balance of Payments 


The Minister of Finance disclosed that Egypt’s trade 
deficit in 1949 was £E40 million, compared with £E30 
million in 1948. Exports dropped from £E143 million in 
1948 to £E138 million, and imports expanded from £E173 
million to £E178 million. The greater portion of the 
adverse balance was with the United States and other 
hard currency countries. Because of invisible payments, 
however, there was an over-all favorable balance of £E5 
million. 

Sources: The Financial Times, London, England, March 
30, 1950; Department of Commerce, Foreign 
Commerce Weekly, Washington, D.C., April 17, 
1950. 


Egyptian Trade Agreements 


In order to save hard currencies, Egypt is negotiating 
barter deals with wheat producing countries. Agree- 
ments similar to that with the U.S.S.R. (see this News 
Survey, Vol. II, p. 305) have been made with France and 
Syria. France will deliver 40,000 tons of wheat at £29.5 
per ton (c.i.f. Marseilles) and will import from Egypt 
£1.5 million worth of long fiber cotton, mainly Karnak. 
Syria will deliver 20,000 tons of wheat at £E31 per ton, 
c.i.f. an Egyptian port, in return for Egyptian rice. 
Source: La Revue d’Egypte Economique et Financiere, 

Cairo, Egypt, March 25, 1950. 


Turkey’s Western European Trade 


Prices in Turkey, estimated to be some 15 per cent 
above the world level, are making it difficult for the coun- 
try to carry out the trade liberalization plans of the 
OEEC. One of the causes of the high price level is that 
Turkey did not devalue along with other OEEC members 
in September 1949. Consequently, it is feared that a 
shortage of foreign exchange will result if import barriers 
are lowered too swiftly. 
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Turkey has not been able to build up sufficient foreign 
exchange with some of its Western European partner 
nations. In return for agricultural exports to Germany, 
however, Turkey has obtained a good portion of its im- 
port needs in the semifinished and finished category. 
Also, Turkey has been able to buy necessary goods from 
the United Kingdom, Italy, and Switzerland, chiefly be- 
cause of increased sales to those countries during the 
latter half of 1949. 

Source: The Journal of Commerce, New York, N.Y., 
April 12, 1950. 


lraqi-Lebanese Relations 


In an exchange of letters, the Premiers of Iraq and 
Lebanon recently undertook to foster commercial ex- 
changes between the two countries. Lebanon will grant 
Iraq free zone facilities in Beirut and Tripoli; in return, 
Iraq will provide Lebanon with wheat, meat, butter, and 
other foodstuffs normally imported from Syria. 
Sources: Al Ahram, Cairo, Egypt, March 31 and April 6, 

1950. 


Far East 


Indo-Pakistan Balance of Payments 


A study of the Reserve Bank of India shows that India 
had an unfavorable balance in her current account with 
Pakistan from the time of partition up to the end of 1949. 
For the period August 15, 1947 to the end of June 1948, 
the correct payments position is not known because of 
the inadequacy of the data; however, for the three months 
April-June 1948, India had an unfavorable trade balance 
of about Rs 70 million. For the twelve months July 1948 
to June 1949, she had a deficit of Rs 338 million in her 
current account with Pakistan, receipts and payments 
being Rs 836 million and Rs 1,174 million, respectively; 
this deficit was financed partly by the movement of Indian 
currency notes to Pakistan. During the six months July- 
December 1949 also, she had a current account deficit, 
receipts being Rs 261 million and payments Rs 354 mil- 
lion. Since the devaluation of the Indian rupee, trade 
between the two countries has been on a very restricted 
basis. 

It is estimated that during the 18 months, July 1948- 
December 1949, Pakistan’s balance of payments with 
countries other than India, as measured by the disinvest- 
ment of her sterling assets, showed a deficit of Rs 870 
million, against her surplus of Rs 431 million with India. 
Source: Reserve Bank of India Bulletin, Bombay, India, 

February 1950. 


Ceylon Tea Prices 


All Ceylon tea is to be sold by auction in Colombo, 
following the ending of the Ceylon-U.K. tea contract on 





FINAI 
April : 
but Ce 
Rs 2 ( 
price ¢ 
local 1 
higher 
Ceylon 
contra 
ducers 
Source 


China’ 
The 


ernme!l 


| for the 


tion 0! 


| ductio: 
> millior 


12 mil 


differe 
indust 
from 1 
goverr 
ment | 
Source 


Indon 


Tra 
States 
that c 
be sol 
these 
or are 
impor 
limite: 
culties 
up to 
Sourc 


Budge 


Buc 
North 
mon ¢ 
Korez 
and i 
Kore 
antici 
the e 
ECA 


Sourc 


India 

with 
1949. 
1948, 
se of 
onths 


lance 


nvest- 
s 870 
[ndia. 
[ndia, 


FINANCIAL NEWS SURVEY 


April 2. Negotiations for a new contract are continuing, 
but Ceylon is holding out for higher prices. A price of 
Rs 2 (3s.) per pound is being asked, against last year’s 
price of Rs 1.63 (about 2s.6d.). It appears unlikely that 
local tea producers will modify their demands, since 
higher prices are obtainable at the Colombo auction. 
Ceylon’s deficit of 11 million pounds under last year’s 
contract is believed to have been due to defaulting pro- 
ducers selling at the auction. 

Source: The Times, London, England, April 3, 1950. 


China’s Plan for Salt Administration 
The State Administrative Council of the People’s Gov- 


| ernment of China has announced a working plan for 1950 


for the production, transport, and sale of salt and collec- 


tion of salt taxes. According to this plan, the total pro- 


duction target, excluding that of Taiwan, is set at 68 


| million piculs (1 picul = about 110 pounds), of which 


12 million is for export, 37 million for domestic consump- 
tion, and 6.5 million for industrial and fishery purposes. 
The salt tax is to be increased and the tax collection 
system unified. Taxes are to be paid by producers in 
different kinds of grains according to locality. Salt for 
industrial, agricultural, and export purposes is exempt 
from tax. The salt tax has been an important source of 
government income, yielding about 20 per cent of govern- 
ment revenue during prewar years. 
Source: Ta-Kung-Pao, Hong Kong, March 13, 1950. 


Indonesian-U.K. Agreement 


Trade talks between the United Kingdom and the United 
States of Indonesia have been concluded. It is estimated 
that commodities to the value of nearly £12 million will 
be sold to the United Kingdom during 1950. Most of 
these exports are either bought on government account 
or are freely importable by private traders. Indonesian 
imports from the United Kingdom will continue to be 
limited because of Indonesia’s balance of payments diffi- 
culties, but quotas will be made available for U.K. exports 
up to a value of more than £7 million. 

Source: The Times, London, England, March 30, 1950. 


Budgets for North and South Korea 


Budgets for the fiscal year 1950-51 proposed by the 
North and South Korean Governments have little in com- 
mon except that they both call for deficit spending. North 
Korea’s estimated revenue amounts to 25.2 billion won 
and its proposed expenditure is 26.7 billion. South 
Korea’s estimated revenue is 50.8 billion won and its 
anticipated outlay is 89.2 billion. Apparently most of 
the economic program of South Korea is covered by 
ECA aid. 

Source: Korean Affairs Institute, The Voice of Korea, 
Washington, D.C., March 31, 1950. 


United States and Canada 


U.S. Business Conditions in 1950 


In a recent address, Dr. Edwin G. Nourse, formerly 
of the President’s Council of Economic Advisers, has 
pointed to weaknesses in the United States which could 
cause a business downturn in 1950. Dr. Nourse dis- 
tinguished between fundamental and superficial factors 
influencing business. Great wealth in natural resources, 
capital plant and funds, and an unmatched labor force 
constitute the former, and are contributing factors to 
enduring prosperity. However, the superficial factors 
are the cause for concern. He listed them as follows: 

(1) The $2.8 billion contribution to the income stream 
in the form of G.I. insurance premium refunds is non- 
recurring, and to the extent that prices, profits, and the 
volume of business are sustained by it, current prosperity 
rests on a temporary and inflationary type of support. 

(2) The consumer-goods market in the latter part of 
1950 and in 1951 cannot continue to be sustained by a 
rate of increase in installment credit and the drawing 
down of consumer savings to the same extent as in 1949. 

(3) Current prosperity is dependent to a large extent 
upon urban dwelling construction, and there has been a 
tremendous increase in mortgage credit. 

(4) The decline in farm income renders durable pur- 
chases by farmers sensitive to further declines. Such 
purchases could, to a large extent, become highly post- 
ponable. 

(5) Owing to the completion of postwar reconversion, 
plans for future capital goods expenditures could become 
largely postponable and such future expenditures could 
drop off drastically. 

(6) Commitments under recently-completed pension 
agreements with labor unions and the possibility of their 
growth could operate to reduce future capital investment 
outlays of businesses. 

Source: Edwin G. Nourse, Address at 14th Annual Cen- 
tral States Group Conference, Investment Bank- 
ers Association of America, Chicago, Illinois, 
March 29, 1950. 


U.S. Construction 


The value of new construction in the United States 
during the first quarter of 1950 was $4.4 billion. This 
was 18 per cent greater than during the comparable 1949 
period and a new record for the quarter. Private con- 
struction was 17 per cent greater than a year ago, and 
public construction 21 per cent. Nonfarm home con- 
struction accounted for 44 per cent of the total, com- 
pared with about 35 per cent in the first quarter of 1949. 

Construction activity in March rose seasonally from 
the high levels maintained throughout the winter months. 
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Total construction put in place during the month 
amounted to $1.5 billion, which was 8 per cent above 
February and 18 per cent above March 1949. Although 
private nonfarm homebuilding was almost 50 per cent 
greater than a year ago and construction of churches and 
hospitals also increased, most other types of private non- 
residential building were below their March 1949 levels. 

Public construction in March was 15 per cent greater 
than in February, primarily because of a large seasonal 
increase in highway construction. Public housing and 
school and hospital construction also increased, and were 
considerably above March 1949 levels. 


Source: U.S. Department of Commerce and Labor, Joint 
Press Release, Washington, D.C., April 1, 1950. 


Canada and ECA 


Canada has been financing its current account deficit 
with the United States primarily with dollars earned 
under the offshore purchase program of the Economic 
Cooperation Administration. These earnings have been 
estimated at $475 million in 1948 and $400 million in 
1949. In their absence, Canada would presumably have 
been forced to cut drastically its imports from the United 
States or to reduce its gold and U.S. dollar reserves. 

Thus the scheduled tapering off of dollar grants to 
ERP countries may have serious consequences for Canada 
unless offset by increasing Canadian exports to the United 
States. The United States, however, is a potential market 
only for new types of exports from Canada, such as iron 
ore, and not for Canada’s traditional exports (shipped in 
large part to the United Kingdom). Thus any increase in 
shipments to the United States will not reduce Canada’s 
dependence upon the British market. ECA funds, how- 
ever, financed over 80 per cent of Canada’s exports to 
the United Kingdom during the last nine months of 1948 
and nearly 50 per cent in 1949. 

Since Canada cannot easily shift the direction of its 
exports after the termination of ERP, the Canadian Gov- 
ernment has suggested that Canada may have to shift 
its imports, in order to achieve a better trade structure. 
Canada’s Minister of Trade and Commerce has estimated 
that the termination of the ERP program might entail, 
for Canada, the shifting of several hundred million dol- 
lars’ worth of imports from the United States to European 
countries, primarily the United Kingdom. 

Source: Federal Reserve Bank of New York, Monthly 
Review of Credit and Business Conditions, New 
York, N.Y., April 1950. 


Canada’s Trade in Securities 


Canada’s international trade in outstanding securities 
in 1949 resulted in net sales of $6.5 million, compared 
with net purchases of $17.9 million in 1948. This small 
balance may be compared with the high figure for 1945, 
when sales of outstanding securities to nonresidents ex- 
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ceeded purchases by $191 million. The 1949 balance 
resulted in large part from net sales to the United States 
of $16.0 million, accumulated after Canadian devaluation. 
Purchases from holders outside Canada were $228.9 
million in 1949, $6.6 million below the previous year, 
while sales amounted to $235.4 million, $17.8 million 
above 1948. In addition to these transactions, there 
were redemptions of Canadian issues owned abroad and 
flotations of new Canadian issues in the United States. 
Source: Dominion Bureau of Statistics, Sales and Pur. 
chases of Securities Between Canada and Other 
Countries, December 1949, and Review of Trade 
During 1949, Ottawa, Canada, 1949. 


Latin America 


Mexican “Import and Export Commission” 


The Mexican Government, by a Presidential resolution 
published in the Diario Oficial of March 11, 1950, has 
created an “Import and Export Commission” to under- 
take basic research and make policy recommendations 
with respect to Mexico’s foreign trade restrictions, so that 
foreign trade policies may be better coordinated and made 
uniform. The Commission is also to make a continuing 
study of general criteria to serve as a basis for barter or 
compensation operations involving articles whose im- 
portation is restricted or prohibited. It will also serve in 
an advisory capacity to the Foreign Trade Council and 
the National Commission for the control of imports. 

Members of the Commission include three representa- 
tives of the Ministry of Finance, one from the Ministry 
of Foreign Relations, one from the Ministry of Agricul- 
ture; and one from the Bank of Mexico. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., April 10, 1950. 


INTERNATIONAL FINANCIAL STATISTICS 
Published Monthly 


A feature of the April 1950 issue is a study of the 
shifts in the direction of trade relative to appre- 
ciating and depreciating trade partners of various 
countries. This study is a continuation of those 
published in previous issues this year: the relative 
depreciation or appreciation of various currencies 
(January); the effect of the devaluations on meas- 
urements of trade statistics (February); the behavior 
of export, import, and domestic prices in devaluing 
countries (March). 

The April issue also contains a table on ocean 
freight rates, which anes the table of prices 
of important world trade commodities. 

Each issue includes about 200 pages of statistics 
on all aspects of international finance. 

Annual subscription $5.00. Subscriptions may be 
paid at approximately equivalent prices in currencies 
of most countries. 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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FINANCIAL NEWS SURVEY 


Ecuadoran Import Controls 


Effective February 20, importers in Ecuador are not 
required to make prior deposits with applications for per- 
mits for List A items. Among List B items, imports 
covered by sight drafts require deposits of 20 per cent; 
those imported on consignment or on credit of 60 days 
or more require a 10 per cent prior deposit; imports of 
raw materials and official imports require no prior de- 
posit. Imports under List C still require 100 per cent 
prior deposit. Automobiles which, as of January 6, could 
be imported only by using “compensation” dollars, can 
now be brought in as “unaccompanied baggage,” if proof 
is submitted of purchase prior to January 5, 1950. Ex- 
porters of ivory nuts who formerly were allowed 40 per 
cent of their export proceeds in “compensation” dollars 
are now allowed 60 per cent. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., April 17, 1950. 


Paraguay’s Budget 

Paraguay’s National Budget Act for the fiscal year 
1950, passed on March 12, provides for ordinary Central 
Government expenditures of 112.9 million guaranies, a 
52 per cent increase over 1949. Ordinary revenues are 
estimated at 98.3 million guaranies, an increase of about 
70 per cent. Thus the deficit is estimated at 14.6 million 
guaranies, compared with 24.2 million in 1948 and 16.6 
million in 1949. 

The largest increases in expenditures are for the De- 
partment of Interior and Justice (56 per cent), the De- 
partment of National Defense (45 per cent), the Depart- 
ment of Public Education (37 per cent), and servicing the 
public debt (100 per cent). National defense and law 
enforcement will absorb more than 40 per cent of the 
total budgeted expenditures, against 44.9 per cent in 
1949, 

The largest increases in estimated revenues are from 
the business income tax (67 per cent), import duties (35 
per cent), export taxes (87 per cent), real estate taxes 
(42 per cent), and consumption taxes (36 per cent). The 
larger receipts expected from the business income tax 
are due in part to the higher rate and broader base estab- 
lished by a law of December 1949 (see this News Survey, 
Vol. II, p. 260); those from export taxes are due pri- 
marily to the introduction of a new exchange rate struc- 
ture in November 1949; and those from consumption 
taxes result primarily from higher rates. 

The budgets for “autonomous entities” and “state cor- 
porations” are not included in these figures. The esti- 
mated deficit of 1950 is to be financed, as in the preceding 
years, by borrowing from the Banco del Paraguay. 
Source: La Tribuna, Asuncion, Paraguay, March 3, 1950. 


Paraguay-U.K. Agreement 


A trade and payments agreement between the United 
Kingdom and Paraguay has been signed in London. 
Under this agreement, which is to last for three years 
unless three months’ notice is given by either side, pay- 
ments between Paraguay and the sterling area will con- 
tinue to be made in sterling. 

The total value of visible trade between the two coun- 
tries was estimated at nearly £2.2 million in 1949 and 
more than £2.7 million in 1948. In each year there 
was a small visible balance in favor of Paraguay. 


Source: The Times, London, England, April 4, 1950. 
Argentine-Australian Trade Agreement 


A trade agreement has been signed between Argentina 
and Australia by which each country undertakes to supply 
the other with goods to the value of £500,000. Payments 
will be made in sterling through accounts which Argen- 
tina maintains in the United Kingdom for trade and 
financial payments in the sterling area. Argentina will 
supply Australia with quebracho extract, cotton, tobacco, 
linseed and other vegetable oils, in exchange for Austra- 
lian agricultural machinery, motor-car spare parts, sur- 
gical instruments, electrical goods, and textiles. This 
is the first trade agreement between the two countries, 
and has aroused interest because Argentina and Australia 
are considered pre-eminently competitive. The agreement 
will be valid until the end of June 1951. 


Source: The Times, London, England, April 13, 1950. 


Other Countries 


South African Economic Developments 


The net national income of the Union of South Africa 
rose from £784.1 million in 1947-48 to £831.7 million in 
1948-49; increases were registered in nearly all classes of 
income, but the largest were in private manufacturing and 
transportation, which were £13.4 million and £8.5 million, 
respectively. The gross value of agricultural production 
declined by about 1 per cent, but the physical volume 
declined about 11 per cent. The monthly index of employ- 
ment indicates that there was a slight declining tendency 
in manufacturing output during the second half of 1949, 
although the postwar upward movement was maintained 
until then. The declining tendency was largely concen- 
trated in the durable goods industries. In the entire year 
1949, the volume of mineral production increased con- 
siderably, compared with 1948. Gold production rose 
from 11.6 million ounces to 11.7 million; coal from 26.0 
million tons to a record 27.6 million; and copper from 
29.5 thousand tons to 35.5 thousand. Diamond produc- 
tion was smaller than in 1948. 
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Movements in imports, which resulted mainly from the 
imposition of restrictions, were as follows: 


Non-Sterling Sterling 


1948: ist half 

2nd half 

1st half 8 
7 


2nd half 


1949: 
2 

Exports in 1949 were £154 million, of which about 
£80 million went to the sterling area and £74 million to 
the non-sterling area—in each case an increase over 1948. 
Preliminary estimates indicate that the total goods and 
services deficit (excluding gold but including gold prod- 
ucts) fell from £266 million in 1948 to £211 million in 
1949. The sterling area deficit rose from £85 million to 
£107 million, but the deficit with the non-sterling area 
fell by a greater amount. Gold output was valued at £99 
million in 1948 and £102 million in 1949; net capital 
inflow was £82 million and £44 million, respectively. 
Thus the residual deficit, which was £85 million in 1948, 
fell to about £65 million in 1949. This £65 million deficit 
resulted from a deficit of £94 million in the first half of 
the year and of £10 million in the third quarter, and a 
surplus of £39 million in the last quarter. This move- 
ment was caused in part by the fact that full import con- 
trol measures did not come into effect until the second 
half of the year, and in part by the changes in capital 
movements. In the first half there was a net outflow, but 
after the devaluation of the South African pound in 
September 1949 there was a strong net inflow. 

The 1949 deficit was financed by claiming repayment 
in sterling of the whole of the £80 million gold loan to 
the United Kingdom, and by the receipt of £3 million of 
the £10 million loan raised in London; gold holdings of 
the Reserve Bank rose by £6 million (calculating the 
change in gold holdings at the prices at which the trans- 
actions actually took place) and foreign exchange assets 
fell by £24 million. 


Source: South African Reserve Bank, Quarterly Bulletin 
of Statistics, Pretoria, Union of South Africa, 
March 1950. 


South African Imports 


A report from the Cape Town newspaper, Die Burger, 
states that approximately £140 million worth of import 
permits will be issued for the second half of 1950; this 
is about the same as the amount issued for the first six 
months of the year. Of the total, £65 million will be 
universal licenses and the remainder restricted permits. 
These figures include purchases of government supplies. 
Source: Union of South Africa Government Information 

Office, South Africa Reports, New York, N.Y., 
April 13, 1950. 


INTERNATIONAL MONETARY FUND 


South African Loans 


The South African Minister of Finance has given some 
particulars of loans received by the Union from the United 
States and Switzerland. In the case of the U.S. loan, a 
revolving credit of $20 million has been established by 
the lending banks, which the Union Government may use 
as required and may repay any time that a temporary 
surplus accumulates. The credit is established for three 
years. The Swiss loan is repayable two years after the 
date of signing the agreement, or three years after such 
date at the option of the Government, by delivery of 7,500 
kilograms of fine gold to the lending banks. No condi- 
tions are attached to either credit. 

Source: Union of South Africa Government Information 
Office, South Africa Reports, New York, N.Y., 
February 23, 1950. 


Trade of Cyprus 


Imports of Cyprus in 1949 were valued at £11 million, 
compared with £15.4 million in 1948. Exports rose from 
£5.7 million to £8.1 million; the largest export item was 
minerals (principally copper), valued at more than £3.5 
million. The adverse trade balance was thus reduced 
from £9.7 million to £2.9 million. 

Since the ten-year development program was launched 
in 1946, more than £1.7 million has been spent, including 
£300,000 on anti-malarial work and over £500,000 on irri- 
gation and village water supplies. In 1949, £620,000 
was expended under the program and in 1950, 56 projects 
will be in progress. 

Source: Records and Statistics, Supplement to The 
Economist, London, England, April 1, 1950. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations preclude a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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